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Price-fixing during the war period was carried on by 
the government through three agencies : the Food Ad- 
ministration, the Fuel Administration, and the Price- 
Fixing Committee of the War Industries Board. The 
first two were the earlier; they came into existence 
through the act of August 10, 1917, commonly known 
as the Lever Act. The Price-Fixing Committee, to 
whose doings attention will mainly be given in the fol- 
lowing pages, was of much later date. The President 
created it on March 14, 1918, as a Committee of the 
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War Industries Board. Its functions were independent 
of those of the Board, and it had authority to report 
directly to the President himself. 1 

Both Fuel Administration and Food Administration 
had from the start well-defined objects and well-de- 
fined limits. In some respects their scope was wider 
than that of the Price-Fixing Committee, in other re- 
spects narrower. It was narrower in that their jurisdic- 
tion, as the titles indicate, was strictly limited as regards 
commodities — fuel and food only. On the other hand, 
it was wider in that they followed the articles all the way 
from producer to consumer. Both undertook to regulate 
not only producers' prices, but the prices of wholesale 
and retail dealers also. Hence they immediately estab- 
lished large administrative forces, and dealt with prob- 
lems in many ways more intricate than those of the 
Price-Fixing Committee. 

As regards the principles followed, on the other hand, 
the Food Administration stands in many respects apart 
from the other two. While it aimed, like the others, at 
securing fair prices and limiting profits to fair rates, the 
rates were fixed in most cases on a somewhat rough and 
ready basis, usually with regard primarily to a normal 
or customary percentage of return. The Fuel Adminis- 
tration and the Price-Fixing Committee made more 
systematic use of cost figures and cost accounts. It is 
by no means clear that their resort to elaborated cost 
figures led to more satisfactory results; but these figures 
raised general problems of a kind familiar to and not 
without instruction for economists. 

1 The members of the Committee were: Robert S. Brookings (Chairman); B. M. 
Baruch, chairman of the War Industries Board; William B. Colver, chairman of the 
Federal Trade Commission; F. W. Taussig, chairman of the United States Tariff Com- 
mission; H. C. Stuart, chairman of the Agricultural Advisory Committee; Hugh 
Frayne, representing labor; H. A. Garfield, Fuel Administrator; R. H. Montgomery, 
representing the War Department; John M. Hancock, representing the Navy Depart- 
ment. R. V. Norris served as representative of the Fuel Administration during the later 
sessions of the Committee. 
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Moreover, as regards one conspicuous item — wheat, 
and flour so far as resting on wheat — the basis of regu- 
lation by the Food Administration was different from 
that for any other commodity. Congress virtually took 
the matter out of the hands of any administrative or in- 
vestigative body, and settled it once for all, by enacting 
an unqualified guarantee for the price of wheat. That 
became a minimum price ; whereas in all other cases the 
price regulations took the form of fixing a maximum 
only. The Lever Act guaranteed a minimum price of 
$2.00 for the crop of 1917-18 (that is, the crop which 
would begin to come to market on June 1, 1918). The 
minimum was later raised, under the discretionary 
power left to the President, to the sum of $2.20 for that 
crop. The Wheat Committee of 1917, it will be remem- 
bered, had fixed this same price, $2.20, for the crop 
which was being marketed in 1917. And the same price, 
as is well known, has been extended to the crop of 1918- 
19, still to come. The case was unique and remains 
unique. The figure of $2.20 was reached by no careful 
cost inquiries or statistical computations, but in con- 
sequence of an almost precipitous desire to increase 
the wheat supply and also to placate the farmers. Its 
extension to the crop season of 1918-19 is likely to 
trouble Congress and the country for some time to 
come. In many ways the wheat episode stands by 
itself, quite separate from the other price-regulating 
experiments. 

Another distinction between the several agencies 
needs to be borne in mind. Both the Fuel Administra- 
tion and the Food Administration had for their first and 
primary object the protection of the public. The Price- 
Fixing Committee, as will presently be explained more 
fully, started with the design of protecting the gov- 
ernment, and extended its function, but gradually and 
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slowly, toward the protection of the public also. Unlike 
the other two, it never extended its regulations to retail 
dealers and indeed in no appreciable degree to wholesale 
dealers. How far it might have been compelled to go in 
this direction had the war lasted much longer, is an open 
question. As matters turned out, its scope, however 
wide-ranging as regards the articles affected, was limited 
as regards the stage at which transactions were con- 
trolled. For this reason it had no large administra- 
tive machine, no great staff of officials and clerks, no 
enormous correspondence. 

By way of further preface, it may be noted that in 
still another important respect there was a difference 
between the Food Administration and the Fuel Admin- 
istration on the one hand, and the Price-Fixing Com- 
mittee on the other. This was in their legal position. 
The legal weapon was strongest in the hands of the Fuel 
Administration, sufficiently strong for the Food Admin- 
istration, but of very uncertain efficacy for the Price- 
Fixing Committee. The Fuel Administration had direct 
power under the Lever Act to fix prices. The Food 
Administration had an effective lever of control through 
its licensing power. Altho not authorized by law to fix 
prices, or to require from anyone the direct observance 
of any scale of prices, it had unlimited power to license 
producers and large dealers, and to withdraw licenses; 
and by the exercise of that power could bring recalci- 
trant persons to submission. The Price-Fixing Com- 
mittee's legal position, however, was highly uncertain. 
The only weapon which the law clearly put into its 
hands was that of turning (by recommendation) to the 
President's power of commandeering supplies or a plant, 
the owner being then left to proceed in the courts, if so 
disposed, in order to secure a " fair price." There was 
also a possibility of further pressure through recourse to 
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the Railroad Administration and through the applica- 
tion of transportation priorities in favor of persons who 
conformed to its instructions. 

But the legal powers of the Price-Fixing Committee, 
applicable at best only to articles needed for the use of 
the government, were of much less practical consequence 
than public opinion and patriotic spirit. The universal 
feeling of support to public authority in every step taken 
in connection with the war was the effective basis of its 
action. In fact, no occasion ever arose for putting to a 
test the nature or extent of its legal authority. The 
prices fixed were in all cases reached by agreement with 
the representatives of the several industries. In strict- 
ness they were agreed prices rather than fixed prices. 
The agreements were usually reached in cordial coopera- 
tion with the producers concerned, and thus were in 
reality voluntary. There were cases, however, in which 
they were agreements only in name. The representa- 
tives of some industries, tho they accepted them, did so 
virtually under duress. In these cases the Committee to 
all intents and purposes decreed prices, and was en- 
abled to impose them, under the form of agreement, by 
a more or less veiled threat of commandeering, and also 
by the certainty that public opinion would condemn 
those who failed to accede. 

The commodities which came within the purview of 
the Price-Fixing Committee constituted a long and 
heterogeneous list. It included not only important 
staples like iron and steel, copper, lumber, wool, hides 
and leather, cotton fabrics, nitric and sulphuric acid, 
but also articles of less quantitative importance, like 
nickel, aluminum, quicksilver, zinc, brick, cement, hol- 
low tiles, crushed stone, sand and gravel. Some account 
of the mode in which several of the articles were dealt 
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with has already been given in these columns. 1 It is not 
the purpose of the present article to consider these in 
further detail or indeed to consider in detail any among 
the commodities dealt with. Its purpose is rather to 
consider some general aspects of the situation and some 
economic principles involved or supposed to be involved. 

The explanation of this great variety of articles — 
the connecting link between them — is found in the 
circumstance that all were needed in great quantities by 
the government. The action of the Committee in every 
case had its origin in the circumstance that government 
purchases were on a great scale and threatened to dis- 
turb market prices. The extension of the function of 
the Committee to the regulation of prices for the pub- 
lic was, if not an afterthought, at all events not among 
the things contemplated at the start. The Committee 
stepped in when government purchases threatened to 
upset the market, but soon found itself compelled to 
protect the public also. 

For this sort of action, and for this ground of select- 
ing the price-regulated commodities, there was a sound 
basis in economic principle. Where government pur- 
chases are on such a scale as to absorb a very large pro- 
portion of the available stock or accruing output, the 
ordinary formulae of supply and demand are no longer 
applicable. When a government buys for war purposes, 
it is desperately determined to secure what it needs ir- 
respective of price. To put the case in technical terms, 
demand is virtually inelastic; the demand curve is 
almost perpendicular; there is no such thing as a deter- 
minate equilibrium price. This is the explanation of the 
soaring of prices, the wide and abrupt fluctuations, the 
speculative shifts, the quick response to rumors of gov- 

1 See the articles on sugar, iron and steel, perishable produce, wheat and flour, and 
copper, in the issues of this Journal for August and November, 1918. 
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ernment policy. The tendency to a runaway and un- 
predictable market becomes still more marked if there 
happen to be several government agencies bidding 
against each other. Such was the situation, as has al- 
ready been pointed out in these columns x when the 
representatives of the belligerent allies bought wheat in 
the American market in the spring of 1917. Such, too, 
was the case when they were buying steel plates in 
1916-17. So, again, when they were buying munitions 
and ordnance supplies from American manufacturers on 
terms which caused the derived demand by these manu- 
facturers for iron, copper and coal to become virtually 
inelastic. The munition contracts were so profitable 
that the makers were almost indifferent to the prices 
they might pay for their supplies. At almost any price 
it was profitable and imperative to secure the needed 
materials. 

And this too was the situation when the United States 
itself stepped into the war. Almost the entire supply 
of many important articles was wanted for government 
use — partly by the United States government itself, 
partly by contractors working for the government, 
partly by the Allies. The extent of the indirect demand 
(from contractors) was not always known ; but it played 
a great part, and was of essentially the same character 
as that of the government itself. When things were at 
their height the total non-private demand for iron and 
steel absorbed 85 per cent to 90 per cent of the tonnage. 
This was the maximum; but at no time between the 
autumn of 1917 and the autumn of 1918 was the de- 
mand for less than 60 per cent. For copper the propor- 
tions of maximum and minimum demand for public use 
were no less. Nine-tenths of the nickel was taken, dur- 

1 See the discussion of wheat prices in 1917, by W. Eldred, in this Journal for 
November, 1918, p. 1. 
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ing the war period as a whole, for government and Allies' 
use, and at least as much of the aluminum. For other 
commodities the requirements, tho not such as to dom- 
inate the market completely, were yet so great as to 
threaten to demoralize it. During the war period half 
of the zinc and half of the quicksilver were taken for 
government use. Of the coarser cotton fabrics, as much 
as 60 per cent was at one time taken by the govern- 
ment; of the country's entire output of cotton manu- 
factures, as much as 30 per cent. For southern pine 
lumber the government's demand, through the entire 
period of war, was for more than a fifth of the cut, and 
during the summer of 1918, when the peak was reached, 
for more than a third. For spruce and fir (Washington 
and Oregon) the proportion of the whole was less; but 
certain sizes suitable for ship-timbers, and certain kinds 
suitable for aircraft, were completely taken over, and 
the " side-cut " from these became an almost dominant 
factor in the commercial market. Of sulphuric acid, 
nearly 40 per cent was taken when things were at their 
height; and of nitric acid as much as 65 per cent. In 
particular localities where the government, directly or 
through contractors, was engaged in great dock and 
harbor operations there was a demand for all the sand 
and gravel available, and hence an occasion for price- 
fixing even on these out-of-the-way articles. 

The conditions under which the government demand 
appeared were not always the same. Usually purchases 
were made partly by the Army Quartermaster or other 
government department, partly by the Allies, partly by 
contractors engaged on government work; what was 
left, went to the general public. In these cases, maxi- 
mum prices having been fixed, the several parties pro- 
ceeded to make their purchases independently. In other 
cases the government purchased once for all the entire 
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supply or output, and undertook for itself the work of 
distribution among would-be users. This, for example, 
was the procedure with wool. The Price-Fixing Com- 
mittee established maximum prices for wool, and at 
these prices the government took over the entire domes- 
tic supply. Not only that; the government also bought 
a considerable quantity of imported wool, secured from 
the British government, as it happened, at lower prices 
than those at which the domestic material was bought. 
And having bought the entire output and having doled 
out among its clothing contractors what was needed by 
them (much the larger proportion of the supply), the 
government treated the remainder, and especially such 
grades as were not suitable for government needs, as 
available for civilian use. In this case, as in so many 
others, the preparations for a continuance of war upon 
an enormous scale were so far-reaching that the govern- 
ment found itself, on the unexpectedly early close of 
hostilities, in possession of a great supply of wool which 
it had no further occasion to use. There was here a 
difficult problem, not dissimilar to that of the guaran- 
teed wheat price for the crops of 1918 and 1919. The 
losses on transactions of this kind will swell the war bills 
by hundreds of millions. 

In the main, however, the Price-Fixing Committee 
rulings were applied under conditions less simple. In 
most cases, the government itself took a part only of 
the accruing supply; the Allies, and contractors and 
middlemen for the government and Allies took more; 
something was left for civilian use — a small fraction 
in some cases and a considerable one in others. Soaring 
prices, speculative advances, manipulations by middle- 
men, a runaway market — these were the conditions 
which impended, and which price-fixing was primarily 
designated to remedy. 
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The prices established were not in strictness fixed; 
they were maximum prices. The sole exception, as 
already indicated, was wheat ; here there was a guaran- 
teed minimum price. In every other case, whether as 
regards the Food Administration, the Fuel Adminis- 
tration, or the Price-Fixing Committee, the published 
prices were not to be exceeded, but need not necessarily 
be reached. In practical effect, nevertheless, the maxi- 
mum prices as a rule were also minimum prices. This 
was the consequence of the conditions of demand out of 
which the business of regulation arose. The government 
departments — the War Department, the Navy De- 
partment, the Fleet Corporation and Shipping Board, 
the Railroad Administration — were usually guided in 
their purchases by the fixed maximum prices, and paid 
them once and for all. Allied purchases were in effect 
government purchases. Civilians as a rule gladly fol- 
lowed suit. Yet instances arose — with zinc for example, 
and lumber — where the market prices sank below 
those fixed; and thereupon the maximum prices were 
shortly reduced. These occasional saggings below the 
maximum prices naturally appeared first in non-govern- 
ment transactions. When they appeared, beginning 
sporadically and becoming gradually more pronounced, 
government departments also began to buy below the 
maximum figures ; and then, with the expiration of the 
periods set by the price-fixings or agreements, new and 
lower figures were established. In every case, at all 
events, the form of the price-fixing arrangement was 
that of an agreed maximum price, not to be exceeded. 

As time went on, a gradual transition took place 
toward greater elaboration and wider extension of the 
price-fixing arrangements. Several stages can be dis- 
cerned. At first there were temporary, provisional 
arrangements. Blocks of commodities urgently needed 
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were turned over to the government on a patriotic, semi- 
sentimental basis. The sale of a great quantity of cop- 
per to the government in the early stage of the war was 
the most conspicuous instance. So with the sale of steel 
plates to the government. These earlier transactions 
were arranged by a committee of the Council of Na- 
tional Defense, before the establishment of the Price- 
Fixing Committee. They served their turn, yet soon 
proved impracticable as permanent arrangements. The 
patriotic producers sold to the government at low prices ; 
their rivals, less public-spirited or simply less conspic- 
uous, profited by selling at a higher price to the public 
or perhaps even to the government itself. Hence there 
soon developed a stage when prices were fixed not in 
single transactions, or for short periods, but for all gov- 
ernment transactions and through a stated period. In 
this second stage, nevertheless, it was still the govern- 
ment price that was kept under control, not the price to 
the public. The inevitable result was again a discrep- 
ancy in the position of different producers or sellers. 
Those who sold to the government at the fixed prices 
were less fortunate than those who could sell (as usually 
was the case) to the public at higher prices. The process 
of fixing prices for the government but not for the public 
necessarily must have entailed sooner or later a rationing 
of the government orders, each producer to supply his 
proper quota to the government — a task obviously of 
great administrative difficulty. Hence, contemporane- 
ously with the establishment of the Price-Fixing Com- 
mittee itself, and for almost all transactions which came 
under the jurisdiction of that committee, the principle 
was followed of fixing a maximum price for all sales, 
whether to the government or to the public. President 
Wilson himself strongly urged such action, on the 
ground that it was not fair dealing on the government's 
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part to take advantage of the public. Rationing might 
indeed be entailed by this procedure also ; but it would 
be rationing not between producers, but between pur- 
chasers. The stage of rationing, however, was never 
fully reached, and at all events, was never squarely 
faced. Substantially, the War Industries Board 
achieved something of the sort, by its regulation of in- 
dustrial output and still more by its transportation 
priorities ; but these apportionments were never directly 
connected with the activities of the Price-Fixing Com- 
mittee. In the main the course of action by that Com- 
mittee was comparatively simple: a maximum price, 
the same for public purchases and for private, the 
government taking all it wanted and the general public 
scrambling to buy at the maximum prices whatever it 
could get. 

The basis upon which the findings and agreements of 
the Price-Fixing Committee rested was in the main the 
familiar and plausible one of cost of production. This, 
be it noted, had not been the case with the minimum 
price of wheat, settled as it was by Congressional action; 
nor had it been the case with the earlier sales of copper 
and steel to the government at prices below the market 
rates ruling during the early part of 1917. But as the 
price-fixing arrangements came to be systematized there 
developed also a systematized application of the cost 
principle to the price-fixing arrangements. 

The figures and statistics of cost which were utilized 
were supplied in all cases by the Federal Trade Com- 
mission. On schedules sent out by it cost figures were 
furnished by the several producers, were checked and 
arranged by the Commission, and were presented to the 
Price-Fixing Committee as the basis upon which its 
findings and agreements should be reached. The labor 
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thrown on the staff of the Trade Commission by these 
operations was enormous. It deserves to be put upon 
the record that the results were achieved with a high 
degree of thoroness and success. Not that all desired 
or needed information was secured, or that the figures 
were in every case impeccable ; but the accounting staff 
of the Commission was expanded with great rapidity, 
and was brought to a state of efficiency quite as high as 
could have been reasonably expected. Considering the 
suddenness of the exigency, and the extraordinary range 
and volume of the transactions that had to be followed, 
the achievement was a notable one. 

As was to be expected, very varying conditions of cost 
and very varying relations between cost and price ap- 
peared in different industries. Sometimes there was but 
a single producer, in possession of a complete monopoly. 
Of this the most striking illustration was found in nickel, 
virtually all of which was produced by the American 
Nickel Company ; and oddly enough this was one of the 
few cases in which, notwithstanding heavy increase in 
public demand and an eventual absorption for military 
use of virtually the entire supply, the price remained the 
same as that before the war, and was so maintained 
throughout. A similar case of monopoly was that of 
aluminum. Sometimes, and more complicated as re- 
gards the observable or desirable relation between cost 
and price, the conditions were those of joint cost — 
so-called by-products. The most conspicuous illustra- 
tion was that of hides, whose price in turn necessarily 
dominated the price of leather. Another of the same 
kind was in sulphuric acid, which in some cases is a 
by-product from other operations, in other cases an 
independent or separable product. To apply any of the 
accepted economic formulae to the fixing of a price 
under conditions like these would have been well-nigh 
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hopeless. A frankly opportunist policy alone was pos- 
sible. 

The cases of most importance quantitatively, how- 
ever, and those typical also of the general character of 
the price-fixing operations, were less complex, and gave 
or seemed to give better opportunity for some applica- 
tion of general principles and general reasoning. As a 
rule the products dealt with were turned out by many 
competing producers, and with costs that could be 
ascertained and segregated. Such, among the articles 
controlled by the Price-Fixing Committee, were lumber, 
copper, iron ore, iron and steel products ; sugar for the 
Food Administration, and coal for the Fuel Adminis- 
tration. In all these the same phenomenon commanded 
attention, namely, that of marked differences in cost for 
different producers — a gradual shading from low cost 
producers at one extreme to high cost producers at the 
other. A cost curve or supply curve of the familiar sort 
was easily to be made out. 

The appended charts are representative. They show 
quantities of output, and costs; the horizontal di- 
mensions indicating the volume of product from each 
concern, the vertical dimensions the unit cost of the 
product. The coal chart is but one of a large number of 
the same kind prepared by the Fuel Administration. 
It is selected because it refers to the most important 
coal region of the country — that in southwestern 
Pennsylvania, where is the famous Connelsville field. 
The data for the coal charts were secured from the coal 
operators, as from other producers, by the Federal 
Trade Commission, and were then checked, corrected 
for bookkeeping errors, and charted, by the Fuel Ad- 
ministration. The collection of coal charts thus made 
constitutes an imposing mass of interesting material. 
The beet sugar chart is based on figures collected and 
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charted by the Tariff Commission and placed by that 
body at the disposal of the Food Administration. The 
lumber chart shows costs on the same plan, but for two 
dates, for the great fir lumber region of the Pacific 
Northwest. It is a combination of two charts furnished, 
at an interval of three months, by the lumber pro- 
ducers themselves. 1 The Federal Trade Commission did 
not usually put its data into graphic form ; hence the 
utilization in this case of charts prepared for the Price- 
Fixing Committee by the producers. Probably the cost 
figures on which they rest would have been corrected in 
some details had they been submitted first to the su- 
pervising accountants of the Trade Commission. But 
there was abundant experience to show that corrections 
of this sort affected details only, and brought no serious 
changes either in averages or in the slope of the curves. 
Virtually these charts represent the data on which the 
Price-Fixing Committee based its action. 

In general, in the price-fixing operations for such 
articles, regard was had to the marginal producers. A 
new jargon was often used, superseding that of the 
economists: the " bulk line " producer and " bulk line " 
cost were spoken of. It was cost of production at the 
hands of this marginal or bulk line person that usually 
formed the basis of the prices fixed. Sporadic cases of 
exceptionally and extremely high cost were disregarded, 
and properly so. Extreme high costs in individual cases 
are part of the flotsam and jetsam of economic life — 
accidents, of no real significance. The marginal or 
price-determining producer was found at the point 
where from 80 per cent to 90 per cent of the output was 
included. As a rule a price was fixed which would 
" protect " four-fifths or nine-tenths of the entire 
output. 

1 The significance of the two dates and the two cost curves given in this case is 
explained below, p. 229. 
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A natural corollary of this method of procedure was, 
of course, the frank recognition of the fact that many 
low cost producers might reap large profits ; and this in 
turn led to the expectation, even the assumption, that 
such producers would be subjected to a heavy excess 
profits tax. A considerable tax of this kind was already 
being collected in 1918, under the revenue act of 1917, 
on the incomes of 1917; an even higher one, applicable 
to the incomes of 1918, was in prospect. In this matter, 
as in so many others, the unexpectedly early cessation 
of hostilities caused a halt, and tax legislation was not 
enacted with the expected speed, perhaps will not be on 
the expected scale. At this writing (January, 1919) it 
is still uncertain what manner of excess profits tax will 
finally be levied. So far as price-fixing policy was con- 
cerned, a rigorous tax of this kind was regarded as a 
part of the general program. 

This concentration of attention on the marginal pro- 
ducer has an appearance of obedience to economic 
theory. Cost at the hands of the marginal producer 
determines price; the infra-marginal man gets a pro- 
ducer's surplus; this producer's surplus is a fit object of 
taxation. The price fixed seems to be that which would 
obtain if economic principles were in normal operation. 
So delightful a verification of economic principles, so 
complete an empirical confirmation of their soundness, 
quite warms the economist's heart. 

And yet, reflection leads one to pause. The case is 
not so simple, the confirmation of theory not so con- 
clusive. In important particulars the situation is not 
the same as that contemplated when we discuss mar- 
ginal cost in relation to price. The price fixed on the 
basis just described is by no means necessarily the same 
as that which would obtain if normal forces were 
working under normal conditions. 
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First, it deserves to be marked that the differences in 
cost here exemplified are by no means due solely, per- 
haps not predominantly, to natural or physical causes. 
In the familiar exposition of this sort of situation — 
the orthodox exposition — the differences in cost repre- 
sent variations in the response of nature to man. The 
circumstance that they are merely employers' costs or 
expenses, not labor hours or labor sacrifice, does not in 
itself impugn their significance; since the money costs 
may be presumed to run parallel with " psychic " 
costs. More important is the complexity of the causes 
which are found to underlie the several figures. The 
figures which the charts illustrate are simply the actual 
money costs of the several concerns, as made out by 
accountants. The high cost in a given beet sugar fac- 
tory may indeed have been due to the high price of beets, 
and that in turn to poor land or unsuitable climate. But 
it may have been due to bad farming, a bad season, bad 
factory management. The high cost of lumber may 
have been due to a thin and distant forest, or to an 
inadequate and ill-managed sawmill; the high cost of 
copper due to mining conditions inherently bad, or to a 
strike, a shut-down, or bad engineering in the mines. It 
is all one to the accountant, but by no means all one to 
the economist. 

True, some of these differences may not unreasonably 
be supposed to offset each other. While a concern whose 
cost is high for a particular season may be in that un- 
fortunate position because of accident or the vicissitudes 
of a particular season or ill-success in management, that 
same concern may advance in the following season 
to a moderate cost or low cost position. The reverse 
may happen : the low cost producer of this year may be 
the high cost producer of next year. And these shifts 
will tend to offset each other, leaving the scale or curve 
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for successive years very much the same. The marginal 
cost may not shift appreciably, even tho there be shifts 
of the producers who are incurring it. After all, in any 
set of concrete facts, anywhere and at any time, we 
cannot expect to find more than approximations to 
economic normality. And perhaps in this case the 
approximation, after all correction and qualification 
have been made, does serve to confirm general eco- 
nomic reasoning. It is probable that differences in 
natural resources are the most important among the 
causes determining the general slope of the supply 
curves here adduced. 

But still another factor unmistakably shapes these 
curves. The differences in cost are found not only in the 
" extractive " operations, but in the purely manufac- 
turing ones as well. This is perhaps most strikingly 
brought out in the case of sugar, where it happens to be 
possible to separate manufacturing costs from agri- 
cultural costs. 1 But, as soon as inquiry was made 
beneath the surface, the same variations were unmis- 
takably to be found in other industries also. They are 
due mainly to differences in managing capacity. The 
familiar question of the " rent " of business ability once 
more obtrudes itself; the puzzling question of the 
significance of a marginal business man. Economists 
are doubtless in the right when they apply to differences 
in business ability reasoning analogous to that applied 
to varying fertility of soil. But here there is even more 
of approximation, of long run generalization, of uncer- 
tain conformity to any precisely-stated rule. The pro- 
ducer who appears to be marginal upon your chart, and 
who for a given season is fairly to be considered a " bulk 
line " person, may be after all one who is in process of 

1 See the able discussion of sugar costs by Mr. P. G. Wright, in this Journal for 
November, 1917. 
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elimination; who is holding on for the time being, but 
is bound to disappear in the long run and is not to be 
taken as a " fair " price-determining unit. There were 
abundant grounds for supposing this to be the case with 
the concerns that appear in the charts as the marginal 
producers of crude iron and of copper. So far from its 
being true that these producers, under ordinary market 
conditions, would determine the price, the reverse is 
more nearly true. It is the market price which deter- 
mines which among them shall survive, not their cost 
that determines the market price. 

At the risk of digression, a word may be added on the 
bearing of these distinctions on the applicability of a 
marginal cost principle. If the differences in cost which 
are indicated on these charts rest on physical causes — 
if they are due to forces in nature, not in man — the 
normal or long-period price may be expected to conform 
to marginal cost. But if they rest on the differing abili- 
ties of men, the normal price may be expected rather to 
conform to average cost, or at all events to fall below the • 
" bulk line." In debates before the Price-Fixing Com- 
mittee and in its own deliberations, the question was 
raised whether regard should be paid primarily to aver- 
age cost or to marginal cost. Assuming that the object 
to be attained is conformity to fair price in the sense 
of long-period or " normal " price (an assumption of 
which more will be said presently) the answer would be, 
marginal cost if the differences in cost arise from causes 
in nature, but average cost (or something like it) if they 
arise from differences in managing ability. The mar- 
ginal producer, if in that position because he is the least 
capable person, is not the one whose conditions of pro- 
duction are decisive. Such a producer as has just been 
intimated, is probably in process of disappearing. He 
will disappear very soon in times of depression, will drop 
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out gradually and haltingly in ordinary times, will hold 
his own with deceptive prosperity and success in periods 
of strong demand and unusual general profits. He is not 
a representative producer: not a person whose opera- 
tions determine the long-period price range. Rather, he 
is one whose fate is determined by the price for the time 
being. Whether the long-period or normal price itself 
is an " average " — some sort of mean — of the vary- 
ing costs of different managers, need not here be con- 
sidered. I see no good theoretical reason to expect it to 
conform with exactness to any average ; tho it might be 
a safe and easy working rule to consider average cost to 
be the same as long-run representative cost. But it 
would not be in accord either with current economic 
theory or with business experience to give to the least 
efficient manager (even if the extreme cases or " freaks " 
be disregarded) a dominant price-determining position. 
The representative firm (wherever in the scale it is to> 
be found) is in that position. 

The case would be different if the differences are the 
ineradicable results of soil, site, or abundance and quality 
of minerals; then one might be justified in proceeding 
on the ground that the normal price-determining cost 
was marginal cost at the hands of a manager of repre- 
sentative ability. In the cases represented on the charts 
(for lumber, sugar, and coal) the probabilities are that 
differences in nature's resources explain the upward 
trend of the cost curve ; and hence that price in the long 
run would tend to conform to marginal cost, not average 
cost. 

But, there remains the most serious qualification of 
all to this supposed verification of economic theory. The 
doctrine of price determination by the marginal pro- 
ducer is not to be considered as applying to anything but 
a long-run price. It has no bearing on the short-period 
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or seasonal price. Only over a period of years does 
marginal cost have a determining influence on price. 
The normal price which we speak of is one of the fictions 
or devices of the economist, like economic rent or an 
index number. It corresponds to no specific concrete 
fact which can be observed or identified; it is an arti- 
ficially constructed type, a representative fiction. For 
the purposes of generalization a device of this kind is 
not only permissible, it is most useful. Yet it is not to 
be supposed identical with any specific fact. The price 
actually obtaining in any season for a given commodity 
may be higher or lower than the marginal cost figure 
reached on the " bulk line " basis. 

This divergence of market price from any cost figure 
is obvious and familiar in the case of commodities sub- 
ject to seasonal fluctuations, like wheat or sugar beets. 
It is no less unusual for commodities like lumber or cop- 
per. The price which is normal or " fair " for a given 
season or for a short period may be quite different from 
the marginal cost figure of that season. It was often 
said that the Price-Fixing Committee should pay regard 
to market rates, as settled by demand and supply; that 
it should have ferreted out the fair market price which 
would have obtained under the play of " economic 
laws." Now, quite irrespective of the impossibility of 
ascertaining a determinate market price under the con- 
ditions of war demand, it would still be true that any 
market price, even when resulting from an ordinary 
equilibrium of supply and demand, would probably not~ 
have been identical with the marginal cost price. For 
any given season and at any given time, your market 
equilibrium price may be much below or much above the 
marginal cost price. Price-fixing on the basis of mar- 
ginal cost for the time being is by no means the same as 
price-fixing in accord with the ruling influences of the 
market at that date, or for that season. 
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No: the ground upon which this focusing of atten- 
tion on the bulk line producer could be justified was an 
entirely different one. The guiding factor was the neces- 
sity of maintaining output. The commodities dealt 
with were, to repeat, such as were wanted in great 
quantity by the government. A large output was im- 
peratively needed, or at least was supposed by the 
military authorities to be needed. This was the real 
justification for bolstering up the marginal concern and 
fixing a price at which the marginal concern could con- 
tinue in business. This too was the ground for ex- 
cluding from consideration the extraordinarily high 
costs of the producers at the extreme right of the curve ; 
sporadic contributors who probably could not have 
operated with profit under any price conditions, and 
whose output would be no more and no less whether 
prices were fixed at a somewhat higher or somewhat 
lower figure. But the bulk line producers had to be 
maintained. Their output was needed, and the only 
way to secure it was to pay them a price which would 
induce the continuance of operations. It was this situa- 
tion which caused the marginal producer to occupy such 
a dominant place in the price-fixing operations. 

As time went on this dominance came to be less 
strong, or rather it came to be exercised under different 
conditions and with different results. In some industries 
the situation began to change. Even where the govern- 
ment remained the heaviest purchaser, it no longer re- 
quired every ounce that could be produced. In many 
industries, indeed in most, a substantial quantity con- 
tinued throughout to be allowed for civilian uses; as 
time went on it became a question how far these uses 
needed to be curtailed and how far the transfer of labor 
and capital to other more essential uses should be stim- 
ulated. As regards steel and copper, it is true, the 
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government absorbed to the very end almost the entire 
output ; what remained for civilians was as essential as 
what was taken by the government itself. Fuel was no 
less urgently needed. Other articles, however, were not 
so vitally necessary. As the war went on, and its stern 
requirements became more and more apparent, every 
one perceived that if the industries indispensable for 
military and civil purposes were to have their full 
quotas of labor and capital, undiminished output was 
impossible in non-essential industries. Prices, like 
priorities and fuel, could not but be adjusted to a new 
basis. 

This stage, in which price-fixing might be used as one 
among the measures for confining industry to military 
and essential needs, had been barely entered on when 
the cessation of hostilities put an end to the whole series 
of regulatory measures. Where it did begin, however, 
price-fixing took a new turn. The change of attitude 
took the form not so much of an enforced lowering of the 
existing maximum figures, as of a refusal to advance 
them. Lumber producers, for example, were able to 
show that their costs of production were rising. The 
two cost lines on the lumber chart (on p. 220) show 
how the cost curve for fir lumber of October, 1918, runs 
above that for the spring months ; the marginal cost at 
the later date is higher by several dollars. Nevertheless 
the maximum price of lumber was not raised by the 
Committee; the previous basic rate, $26.00 per thou- 
sand, was left unchanged. The maintenance of the 
unchanged maximum, notwithstanding increased cost, 
was frankly announced to rest on the ground that the 
same output was no longer needed ; civilian construction 
operations were to be cut down. The price, while left 
at the same figure, was in effect lowered, and a probable 
lessening of output squarely faced. The same policy — 
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that of maintaining maximum prices unchanged not- 
withstanding proved increase of cost — was followed 
for southern lumber, and on the same grounds. In both 
instances, it deserves to be recorded, the producers as- 
sented without demur. The unwelcome decision was 
accepted as an inevitable part of the war policy of 
cutting down non-essential production. 

A case somewhat similar was that of cement. The 
government needed much cement for its construction 
operations, and indeed took the larger part of the out- 
put. But the output itself was lessened in consequence 
of the war. Building operations, except for govern- 
ment needs, were sharply curtailed ; an effective means 
of enforcing curtailment in this case being the refusal 
of full coal supply by the Fuel Administration. Of the 
diminished output, the government in some localities 
took nearly one-half, but at a price below what would 
have been fixed on a basis of marginal cost for normal 
or pre-war conditions — a price barely sufficient to 
maintain production up to the government needs. Much 
the same course was followed when fixing a price for 
bricks in the regions lying about the large cities of the 
congested eastern district (New York, Philadelphia, 
Baltimore, Washington) . Here too the government was 
a dominant purchaser, yet took less than the existing 
establishments could produce and paid a price below 
that to be expected under normal conditions of cost and 
demand. 

Not all cases, however, of refusal to adjust prices to 
changing cost conditions, are explicable on grounds of 
this kind. A similar course of action was followed for 
iron and steel, but under different conditions and with 
different purposes and results. On steel, and more 
particularly the various forms of semi-manufactured 
steel, the prices originally fixed were left unchanged, 
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notwithstanding unmistakable advances in cost. The 
first schedule of prices for iron and steel had been made 
up before the Price-Fixing Committee itself began oper- 
ations. Comparatively early in 1917, a committee of 
the Council of National Defense (which was to some ex- 
tent a precursor of the Price-Fixing Committee) arranged 
with representatives of the industry for a sharp reduc- 
tion of prices below those then ruling. In the making of 
the arrangement regard was indeed had to figures of 
cost which had been secured by the Federal Trade Com- 
mission, but no endeavor was made to base prices on 
any cost figures, either marginal or average. The cost 
figures of the Federal Trade Commission were used in 
effect as a means of persuading the producers to accede 
to marked reductions — indeed reductions so great as 
to effect a virtual revolution in the price conditions then 
obtaining. Notwithstanding these drastic cuts, profits 
for the great integrated concerns still remained high, 
even for those among them who might be regarded as 
marginal producers. 

The prices then reached, by a sort of compromise ar- 
rangement, were left virtually unchanged during the 
price-fixing period. Costs, it is true, were advancing 
throughout that period, and the advances were gradually 
reducing the handsome profits which had been permitted. 
This might be interpreted as a lowering of the effective 
prices. And yet in this case unrelaxed maintenance 
of output, even an increase, was desired. The simple 
fact was that notwithstanding the paring of profits, in- 
ducements were still sufficient for a maximum output. 

Here again an exception must be noted. What has 
just been said applies to the " hot metal " people — 
the great integrated concerns which use their own ore, 
their own coal, their own smelted iron, and which pro- 
duce by far the largest part of the iron and steel. The 
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case was different with the non-integrated producers — 
the iron miners who sell their ore, and the " cold metal " 
people who produce pig iron and sell it for foundry and 
other uses. These were in a somewhat different position. 
The prices fixed for iron ore and pig iron were by no 
means so assuredly lucrative to the marginal producers, 
and in the course of the price-fixing readjustments some 
advances were made in the prices both of ore and of pig. 
They affected, however, a comparatively small portion 
of the product and were not important items in the 
general schedules of iron and steel prices. In the main, 
these prices, originally very liberal, were sustained with- 
out revision, with the consequence that the gradually 
rising costs resulted in a diminution of profits. 

From time to time quite a different method of fixing 
prices was suggested as a means of securing undim- 
inished output by producers whose costs varied widely. 
This other method contemplated something in the na- 
ture of pooling. Low cost and high cost producers alike 
were to receive prices in proportion to their several costs. 
The government was to charge itself with the average 
cost, and, so far as it allowed civilians to supply them- 
selves, was to charge the civilians with that average. 
The process obviously would have necessitated the 
government's taking over the entire supply, and appor- 
tioning or rationing to civilians whatever was not needed 
for its own use. 

This proposal rested mainly on an unwillingness to 
permit the low cost producers to secure high gains. Any 
price paid uniformly to all producers necessarily meant 
differences in profits. When that uniform price was 
fixed on the basis of the marginal or bulk line producer, 
the profits of those favorably placed were not only great, 
but greater than they would have been under normal 
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conditions. In the essential industries, such as steel and 
copper, the necessities of the situation called for the 
maintenance of high cost and inefficient producers whose 
position under no ordinary circumstances would be dom- 
inant. True, it was urged that the high gains for the 
fortunate producers were likely to be reached by the 
excess profits tax. But it was also urged that no such 
tax could be a complete offset, and that it would be wise 
to proceed at once upon a pooling basis : let the govern- 
ment's buying price be cost for each several producer, 
and average cost, not marginal cost, be the basis of any 
sales made to the public. The government as well as 
the public would secure the goods at lower prices. 

This solution of the problem may be fairly said to 
have commended itself to no business man, and to few, 
if any, among the economists. Yet some of the objec- 
tions raised against it were of doubtful validity. It 
was said to run counter to economic principle or eco- 
nomic law — to be inherently and necessarily bad. But 
this was hardly more than fencing with words. More 
serious was the argument that it would penalize effi- 
ciency, removing all incentives to keeping costs down. 
The objection would have been serious, perhaps con- 
clusive, against the long continued maintenance of any 
such arrangement. For a short time, however — say 
for a period of a year or thereabouts, and this was 
generally expected in the summer of 1918 to be the 
duration of the war — little evil on this score was to be 
anticipated. For the time being, industry was likely to 
go on as before, the efficiency of the different producers 
remaining very much the same by sheer force of im- 
petus, if not from motives of patriotism. 

The conclusive objections to a pooling system related 
to the accounting and administrative problems involved. 
The plan would have necessitated accurate ascertain- 
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ment of cost for each producer. There is an obvious 
difference between the amount and character of the 
accounting data needed for this purpose and those 
needed on a bulk line or marginal cost basis. For the 
latter purpose it is necessary to ascertain only an ap- 
proximate marginal cost figure, and to settle the price 
in accord with this, irrespective of its accuracy for any 
individual producer. It is quite unnecessary to check 
the accounts for the great range of producers whose costs 
fall below the marginal line. The low cost men may be 
known to be in a favorable position; but just how low 
their costs are, or just how high their profits, is not 
material. But on the pooling plan precise information 
on costs must be procured for each and every producer. 
Virtually every one then operates upon a cost plus 
profits plan. Verification and adjustment of accounts, 
decisions on inventories and depreciation, distinctions 
between capital and income account, auditing, sus- 
pected and actual manipulation, squabbling, charges 
and counter-charges — these are the inevitable accom- 
paniments of any such procedure. The cost plus profits 
contracts of the earlier stage of the war illustrate them 
sufficiently. The difficulties into which the Food Ad- 
ministration was led in its application of a cost plus 
profits system to the regulation of flour mills during the 
season of 1917-18 supply another illustration. 1 This 
mode of dealing with a vast number of establishments, 
over a great range of industries, threatened such 
ominous complications that any administrative or 
regulative body could not but shrink from it. 

It is this last consideration which explains why the 
suggestion was pressed in two cases only : both of them 
cases in which the number of individual producers was 
small, and in which the problems of cost accounting and 

1 See the article by W. Eldred, in this Journal for November, 1918, p. 1. 
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cost analysis were simple, or at least seemed to be 
simple. These two cases were anthracite coal on the 
one hand, and steel rails on the other. Anthracite coal 
was in the jurisdiction of the Fuel Administration; 
steel rails in that of the Price-Fixing Committee. Vir- 
tually nothing ever came of the suggestion in either 
direction. Altho the Administration and the Presi- 
dent were reluctant to sanction an increase in the 
maximum prices of anthracite coal, such as advancing 
costs justified, and urged an attentive consideration of 
the possibility of keeping the price down by some 
method of averaging or pooling, marginal cost was 
accepted as the determining factor even in this case. 

The plan was most urgently pressed for steel rails. 
Here the number of individual producing concerns was 
small; costs varied greatly, and at the same time could 
be ascertained with an unusual degree of accuracy. 
Moreover, all the standard rails were bought by the 
government, the civilian consumption being restricted 
to rails of special sizes — an extremely small percent- 
age. The government demand came chiefly through 
the War Department and was for rails to be used for the 
transportation needs of the army in France. The Rail- 
road Administration, as it happened, was not for the 
moment directly concerned, being in the fortunate 
position of inheriting contracts made in earlier times by 
the railroad companies at prices below those which 
would have resulted from any figures either of marginal 
cost or average cost. Yet the Railroad Administration 
urged the application of a pooling plan to steel rails. 
Notwithstanding the conditions which thus favored the 
plan in this case, or at least made it more feasible, the 
final decision was the other way. The price of steel rails 
was fixed on a basis roughly of marginal cost, and the 
same uniform rate was paid to all producers. 
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In the iron and steel trade at large some slight move- 
ment toward pooling was made. It took place, however, 
not through any direct government action, but by an 
undertaking on the part of the integrated producers 
that they would have regard for some of the more re- 
fined branches of the iron and steel trade which bought 
and used the crude material cold, and would rescue 
these from the necessity of paying the full marginal cost 
price for their raw material in every case and of then 
charging it against the government in the price of their 
own finished product. The tentative and informal ar- 
rangements made with this object in view, however, 
could hardly be said to constitute a pooling arrange- 
ment; they were but an acknowledgment of the 
desirability of maintaining full output without the pay- 
ment in all cases of the very utmost marginal cost. 

Quite a different question of general principle was 
raised before the Price-Fixing Committee by the con- 
tention that in fixing the maximum price for any one 
commodity regard should be paid to the general price 
level and the general advance of prices. In effect the 
proposal was that there should be some equalization of 
inflation. Many prices had gone up 50 per cent or 100 
per cent ; why should not our article go up as much ? 
Lumber had advanced less than iron and steel, sugar 
less than wheat and corn. Elaborate figures were pre- 
sented to show that a thousand feet of lumber could in 
1918 buy less of steel, wheat, copper, wool, than the 
same lumber could have bought in 1914. Was there not 
an obvious injustice to the lumber producers ? 

The argument was never pressed so far, or with such 
insistence on the equity of treating all quite alike, as to 
urge that every seller should get as much as any other 
— a percentage increase as high as the highest any- 
where. So pressed, it would have been easily met by a 
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reductio ad absurdum. But it was argued that fair treat- 
ment would be secured only if some sort of regard were 
paid to the general price level — if no one commodity 
were permitted to lag very much behind the general run. 

No set answer was ever given to this contention. 
Indeed, in the official rulings and pronouncements, gen- 
eral reasoning of any sort was little in evidence. But 
the argument was given little countenance, and by im- 
plication was set aside. Each industry was treated by 
itself, quite in opportunist fashion. Specific evidence on 
advances in materials and wages and on ascertainable or 
presumable profits was taken into consideration; but 
what might be happening in other industries was re- 
garded as quite an independent story. 

This negative or non-committal attitude was not only 
cautious and therein shrewd, but doubtless was intrin- 
sically sound. The assumption that all prices should or 
might reasonably rise as much as the general level would 
have been equivalent to assuming that under normal 
conditions, in the absence of inflation, all prices would 
also conform to a general mean or average. In fact they 
show infinite variety of rise and fall. There would be no 
conformity to normal relations if these familiar diver- 
sities were smoothed out in a period of inflation. It was 
wise to consider each industry and each commodity by 
itself. As the general upward movement reached the 
materials and the labor of the particular industry, the 
rise was reflected in the cost figures submitted, and was 
duly considered in settling the maximum price. If not 
so reflected, let that price lag behind the general ad- 
vance. In times of general price stability, under similar 
conditions of production and demand, the price of such 
a commodity would presumably have fallen. 

There was indeed a conceivable case in which a dif- 
ferent treatment might have been fairly asked : namely 
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one in which the materials and labor for the given in- 
dustry were in a tight compartment, not affected by 
outside conditions and not responsive to the pervading 
influences except as they affected the final products of 
that industry. Then indeed the cost items for the partic- 
ular industry could advance only if the product itself 
should previously advance. A sort of impasse would 
have resulted — " costs " could not be advanced until 
price of materials and labor rose, and yet these costs 
could not rise if government regulation interposed a 
veto on an advance in the article produced. But no 
such case was presented for settlement, not even one 
approximating these exceptional conditions. In fact, 
it was alleged throughout that the advances in wages 
and in materials, so far from being confined to one 
industry or one locality, were general and pervasive. 
They were forced on the producers by competition from 
without. In other words, the forces leading to inflation 
were at work on all sides, and showed their effects every- 
where in rising wages and in rising prices of purchased 
materials. Hence the general advance was necessarily 
considered, so far as it needed to be or ought to have 
been, when due consideration was given to cost and 
profit figures. 

As appears from this survey, government price-fixing 
during the war was not uniform in its objects, and was 
little guided by principles or deliberate policies. In the 
main it was opportunist, feeling its way from case to 
case. The Food Administration had indeed clearly de- 
fined objects, yet hardly a clear formulation of the prin- 
ciples to be followed in striving to attain them. The 
Fuel Administration, dealing as it did with a single 
commodity of well marked type, was able to proceed 
with most system and method. The use by it of the 
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marginal or bulk line principle was deliberate and con- 
sistent. The Price-Fixing Committee, whose wide 
range of operations might make its doings of most gen- 
eral interest to economists, was slowest in developing a 
general policy; and this probably for the very reason 
that its scope was wide, its principles of action little 
prescribed by any legislative or administrative instruc- 
tions. What has been said in the preceding pages 
about the application of the marginal principle by the 
Price-Fixing Committee probably states its policy with 
greater sharpness of definition than is warranted by the 
actual decisions or formulations. There was no more 
than a gradual and tentative approach to any principle 
of action whatever. This restraint was as wise as that 
of a court of law which refuses to commit itself on any 
questions of principle not essential to the case in hand. 
Had the war continued, and had the regulation of in- 
dustry lasted longer and extended farther, all sorts of 
new situations and new problems would have arisen, 
for whose wise disposal no rule could be laid down in 
advance. 

Regulation came to an end almost immediately after 
the conclusion of the armistice. The War Industries 
Board in general terminated its restrictions and pre- 
criptions as promptly as possible, and the Price-Fixing 
Committee did the same. No new price agreements 
were made after the armistice, and those in effect were 
allowed to lapse as they expired. In almost all cases, 
prices had been fixed for periods of three months; and 
as each such period came to its close, no further action 
was taken, and thereafter the free play of market deal- 
ings again set in. Most of the agreements terminated 
late in December, 1918, or on January 1, 1919; a few 
held over for a month or two into 1919. 
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Whether price-fixing would have completely broken 
down under greater tasks and greater strain, it would be 
rash to say. Perhaps forces would have been encoun- 
tered, of the kind termed " economic," or perhaps of 
a kind not included in the usual economic list, such as to 
defy attempts at regulation and to confirm the predic- 
tions of those who believed that all regulation must 
come to naught. The experiment, if such it can be 
called, was not carried through to the end, or with sys- 
tem or consistency ; and the lessons it yields are accord- 
ingly far from conclusive as regards fundamentals, and 
are qualified even within the limited range to which 
they apply. 

So far as the experiment went, and so long as it lasted, 
the outcome seems to me to have been good. The rise 
of prices to be expected from inflation of the circulating 
medium was not prevented; but then no endeavor was 
made to achieve this sweeping object. There is nothing 
in all the price experiences to prove or disprove the 
contention that, irrespective of legislative or adminis- 
trative fiat, general economic forces must work out their 
general effects. But that the impinging of the forces 
was in some degree affected and curbed seems undeni- 
able. Food and fuel prices were prevented from fluctuat- 
ing as widely and soaring as high as they would have 
done in the absence of regulation. A result of the same 
kind, and apparently not less in extent, was secured for 
other price-regulated articles. The traditional state- 
ment of economic formulae gives them an appearance of 
greater rigidity and sharpness than is warranted by the 
premises on which they rest. Supply and demand, 
monetary principles and monetary laws, are customarily 
formulated in exact terms, with an appearance of mathe- 
matical sharpness. The qualifications which must at- 
tach to these " laws " in any concrete application or 
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predication, familiar to the well-trained economist, leave 
abundant room for some exercise of restraining and 
deliberated action. No doubt there are limits to which 
such action must be confined; but they are not narrow 
limits, and within them much was done which proved of 
advantage to the country. 

F. W. Taussig. 

Washington, D.C. 



